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Top financial professionals—especially
CPAs—have revolutionized business by
evolving beyond the traditional. Whether
it’s leading the way in a mega-merger,
revolutionizing businesses through the
application of technology, or being a critical
strategic adviser to the top CEOs in the
world, today’s most successful financial
executives make their mark and do us
proud. The Business and Industry Executive
Committee invites you to participate in the
nomination of candidates for the Business
and Industry Hall of Fame to recognize
these outstanding accomplishments.
The Hall of Fame honors business and
industry CPAs who provide insight and

vision, understand all facets of their
enterprise and demonstrate the leadership,
commitment and strategic management
savvy necessary to help their organi
zations meet even the most daunting
challenges.
Up to five financial professionals will
be inducted into the Hall of Fame at the
AICPA’s Industry Conference held in
Phoenix on Oct. 10, 2001.
For more information on the Hall of
Fame, call 212/596-6157 or e-mail your
questions to halloffame@aicpa.org. You
can also submit a nomination online at
www.aicpa.org/halloffame. The deadline
for nominations is July 15, 2001.

A ccountants

What About This Global Credential?
John F. Morrow, CPA, VP-New Finance, AICPA

A lot has been written in recent months
about the proposed global credential that
was known as “Cognitor” for a relatively
short period of time, and is now referred to
as XYZ. In this article, I plan to outline
some of the reasons why this credential is
being proposed, and in particular, what it
should mean to you as a CPA working in
business and industry.
You may not be aware, but there is an
AICPA committee called the Business and
Industry Executive Committee (BIEC) that
champions your interests in AICPA
initiatives. This committee includes members
from the Fortune 50 right down to small
companies with less than $20 million in
revenue. The committee includes 14
members and meets three times per year.

(If you are interested in being part of
this committee, please send an e-mail to
my colleague Emanuela LiMandri at
elimandri@aicpa.org and she will provide
the information you need to be considered
for appointment.)
At its meeting this past March, the
BIEC spent several hours discussing the
XYZ, and concluded that it provides real
benefits to AICPA members in business and
industry. Many BIEC members view
themselves as already functioning in the
XYZ space, which is a common reaction
that I hear among CPAs working at senior
levels in their companies.
Following are some questions and
answers that I think will help you draw
your own conclusions:
continued on page D2
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What will the new designation be called?

Why is the CPA community leading this?

We don’t know the answer to this question, but it definitely will
not be Cognitor. Whatever the name happens to be, it is likely
that many CPAs won’t like it—at least at first. But keep in mind
that names like Exxon, Xerox or Yahoo all sounded strange
when they were first introduced.
It’s important that we don’t let the name distract us from the
merits of the concept. We need to see beyond the name, study
the underlying rationale and the market research, and consider
its value to ourselves.

Given the CPA’s unique position to view all facets of a business
whether we are employed within a company or as a service
provider through a CPA or consulting firm, we can see the
demand building for a professional that brings cross-functional
comfort to decision-making. Having the CPA community
leading this initiative gives CPAs the chance to get in early on a
significant market opportunity. It also gives the CPA community
the opportunity to set the ground rules in a manner consistent
with our profession’s values.

What is the credential about?

Will all CPAs become XYZs?

A high-level definition is “One who helps people or
organizations achieve their objectives through the strategic use
of knowledge or knowledge management systems.” It is not a
license to deliver a specific set of services, but rather a measure
of the credential holder’s knowledge and skills. It is also
experience-based, requiring that applicants have several years of
real-life work experience, demonstrating an ability to apply
knowledge to provide strategic business insight.

No. CPAs will have the option to become XYZs if they choose,
AND if they qualify. The BIEC believes that many CPAs in
business and industry will qualify for the XYZ designation, and
that is one reason why they so strongly support it.

Does XYZ replace the CPA credential?

No, the CPA credential carries far too much respect and
responsibility to let that happen. The XYZ complements the CPA
credential, and validates an expanded skill set, one that we believe
is held by a large number of CPAs today. The power of the CPAXYZ combination is impressive and our research shows that it is a
combination many employers are willing to pay a premium for.
Why are we proposing to create a new profession? Why are
we not repositioning the CPA profession in line with the
proposed XYZ?
The CPA and the XYZ serve two different needs. The CPA
will continue to have all the attributes that make it valuable,
while the XYZ represents a unique set of competencies and
skills that are multi-professional. The XYZ has nothing to do
with financial reporting or the delivery of specific services. It is
not a license to do something specific, but rather a measure of a
person’s competence and experience in a domain that CPAs for
the most part are generally not recognized as working in.
What does the credential mean to me in my daily
professional life?

As the world becomes smaller, businesses expand beyond their
current markets. In doing so, they form relationships with new
entities both across the country and across national borders. As
you deal with new partners, customers and suppliers you will
have a higher level of confidence in the people you are working
with knowing that they too have earned the XYZ credential.

Is this being driven by the Big 5?

No. In fact, we believe that the constituencies that stands to
benefit the most in the short term are CPAs in industry, CPAs in
consulting, CPAs doing non-traditional work, and CPA firms
that are large enough to expand their service offerings and
leverage the global nature of the credential. The initiative can
trace itself back to the grassroots CPA Vision project from
several years ago, where CPAs themselves defined where they
want to go as a profession. It is the AICPA’s responsibility to
provide the roadmap to get there, and the XYZ proposal is just
part of that roadmap.
What do we know about the demand for the proposed
credential?

Extensive research was conducted in the U.S. and is underway in
other parts of the world of students, potential credential holders,
as well as likely buyers of the services (as employers or buyers of
outside professional services). In summary, the results on all sides
were strong, with over 75% of members responding positively to
the concept, and nearly 25% indicating an interest in obtaining the
credential. Student research was also strong, and CPA-tracked
students aspired to the credential, with most expressing interest in
XYZ in addition to the CPA credential. Research on the demand
side indicated a willingness to pay a premium averaging 14% to
holders of the proposed XYZ credential.
In the coming months we will continue to provide more
information to help you make better informed decisions regarding
your support of XYZ and its applicability to you. This supplement
will not appear again until September, so we will find other means
to communicate directly with you. You can also log on to this Web
site for more information: www.globalcredential.aicpa.org.

Published for AICPA members in business and industry. Opinions expressed in this CPA Letter supplement do not necessarily
reflect policy of the AICPA.
Pamela Green
John Morrow
Ellen J. Goldstein
Vice President, New Finance
CPA Letter editor
supplement editor, project manager
212/596-6112
212/596-6034; fax 212/596-6025
212/596-6085
e-mail: egoldstein@aicpa.org
e-mail: pgreen@aicpa.org
e-mail: jmorrow@aicpa.org
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AICPA Holding Two Expert Roundtables
What are ERs? The AICPA is sponsoring Expert Roundtables = non-competitive, non-threatening environment. Here you can
talk about matters of mutual interest or concern, compare and
(ERs) in two key industries in which AICPA membership and the
share best practices, and interact with CPA professional service
public have a high stake, and in which CPAs can add significant
providers with expertise in your industry.
value—High Tech and Biotechnology/Pharmaceutical. ERs pro
ER work product. Recommendations to AICPA for new
vide the AICPA with expert knowledge in specialized areas of the
products or services to help CPAs in business and industry meet
business information arena that will help the AICPA identify needs
the specific industry needs identified by the ER.
and opportunities for CPAs in the two industries. ERs focus on
Time commitment, dates, locations. ER meetings will be
matters related to business information, attest, and assurance func
one full day and possibly a follow-up meeting or conference call.
tions. Examples of the kinds of activities and projects related to
The ER is meant to be short-lived. ER members may be offered
those functions include best practices information, business valua
the opportunity to participate (with no obligation to do so) on a
tion issues, technology issues, audit risk alerts, guidance in finan
project task force resulting from the ER’s recommendations. The
cial reporting and auditing, continuing professional education,
Biotech/Pharmaceutical ER is scheduled to be held on Monday,
conferences, and other initiatives that help achieve the shared
June 4, at the AICPA offices in New York. The High-Tech ER is
Vision of the profession. Therefore, ERs represent a cross-section
scheduled to be held on Thursday, June 7, in San Jose, Calif. The
of experts, including CFOs, VPs-Finance, consulting specialists,
AICPA will pay travel expenses of coach airfare, and a per diem
and industry-leading partners of CPA firms.
rate for hotel and meals.
What are ERs’ objectives? As a group (or roundtable), identi
How can I participate? If you are a CFO or VP-Finance of
fy and discuss trends, issues, and opportunities in the high-tech and
a company in the High-Tech or Biotech-Pharmaceutical indus
biotech/pharmaceutical areas that relate to CPAs in business and
tries, or a consulting specialist in either industry, the AICPA wel
industry. In other words, what are the needs and opportunities for
comes your interest in our ERs. For High-Tech, contact Dan
CPAs in these industries, and in what ways can CPAs and the
Noll at dnoll@aicpa.org or 212/596-6168. For Biotech/
AICPA meet those needs?
Pharmaceutical, contact Marc Simon at msimon@aicpa.org or
What’s in itfor you? As a CPA in business and industry, this
is an opportunity to meet your peers in other organizations in a
212/596-6161.

A Good Way to Compete
By Warren D. Miller, MBA, CPA-ABV, CMA, Beckmill Research, Lexington, Va.
Last month, Dorothy and I flew halfway around the world to
Malaysia where a collaborator and I made the keynote presentation
at a meeting of senior managers of a large privately-held
American company. This venerable company faces
consolidation and globalization in a portfolio of businesses that
would meet most folks’ definition of commodity ventures.
As a recovering academic, I have previously asserted in this
space1 that businesses essentially have two ways to compete:
low cost or differentiation. That notion didn’t originate with me,
but with Harvard’s Michael Porter 20+ years ago.2 The field of
industrial organization (IO) economics, in which Porter got his
Ph.D., dominated the thinking of strategists and strategy
academics in the late ’70s and for most of the ’80s. The aim was
for companies to position themselves in industries and try to

influence industry forces to their advantage. That’s because the
IO unit of analysis is the industry.
Subsequent research found that variation in rates of return
among companies within industries far exceeds variation in
returns between industries. In the past decade, as many industries
faced rapid change, strategy thinking has increasingly focused on
the business as the primary source of advantage. Whereas
traditional economics assumes homogeneity between companies
in an industry, the “new” thinking (which has its roots in the late
1950s3) focuses on the heterogeneity of competitors as evidenced
by the variation in their rates of return. The resource-based view,
as it’s come to be known, is now the linchpin of strategy.4
Over a period of months, as we prepared for our
presentation in Asia, we did a lot of research, interviewing, and
continued on page D4

1 See “The High Cost of Competing on Cost,” The CPA Letter, May 2000.
2First published in Competitive Strategy: Techniques for Analyzing Industries and
Competitors (New York: The Free Press, 1980); after nearly 60 hardback print
ings, Porter added a new introduction in 1998.
3 Readers are (again) referred to The Theory of the Growth of the Firm (3rd Ed.)

by Edith T. Penrose (New York: Oxford University Press, 1995), first published
in 1959.
4A highly readable introduction is “Competing on Resources: Strategy in the
1990s” by David J. Collis & Cynthia A. Montgomery, Harvard Business Review,
Vol. 73, No. 3 (July-August 1995), pp. 118-128.
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analysis. As much as anything, though, we just thought—about
our host company, its plethora of business units, and their
competitive environments. Long conversations and
contemplation about a key article we came across—“The Delta
Model: Adaptive Management for a Changing World”5—caused
us to modify our long-held thinking about ways to compete.
In a nutshell, Hax and Wilde argue that there are three bases
of competition: ‘Best Product’ (whether by low cost or
differentiation; examples: Nucor and Southwest Airlines),
‘Customer Solutions’ (IBM and Enron), and ‘System Lock-In’
(Microsoft and Intel). The focuses of these are different—on the
product, on the customer, and on attracting supportive vendors
to create an industry standard, respectively.
For most companies, but especially smaller ones facing
turbulent times, Customer Solutions is the way to go. Of the
three basic strategic options, it also offers the most stable base of
revenue. Let’s examine its attributes.
Attribute #1: Scope—The scope of the Customer Solutions
strategy is broad. It requires bundling combinations of goods
and services to meet most, if not all, of a customer’s needs in a
given domain. An organization embracing this strategy must be
flexible—in its structure, in its routines, and in its approach to
problem-solving. Line and staff functions may grow nearly
indistinguishable as they work side by side to solve customers’
problems.
A company may collaborate with a given customer to create
a unique solution. It might joint-venture with suppliers,
competitors, or firms outside its immediate competitive arena to
deliver what the customer needs.
The emphasis here is on innovation. Not innovation in the
sense of genius in an R&D lab, but innovation in the context of
thinking ‘outside the box.’ Active listening skills are essential for
this strategy to succeed.
Attribute #2: Measurement—Rather than the productoriented focus of market share as a primary indicator of success,
Customer Solutions measures customer share. That is, ‘How
much of this customer’s potential business in our domain do we
have?” The focus is entirely different. Rather than on our
company’s economics, it’s on the customer’s economics. It leads
to additional measurements such as “How much does what we
do reduce this customer’s costs or increase its revenue—or
both?” “What is the contribution of our products and services to
this customer’s gross profit?” The aim is to make and measure
positive economic contributions to the customer. Periodic
customer satisfaction surveys are essential.6
Attribute #3: Bonding—No, the corporate shrinks haven’t
shown up. The bonding in question here is between the
Customer-Solutions provider and the customer. Multiple points
of contact in the customer’s organization by different functions
from the provider are essential. Only then can sufficient

5By Arnold C. Hax & Deal L. Wilde II, Sloan Management Review, Vol. 40, No.
2 (Winter 1999), pp. 11-28.

information be gathered from a variety of perspectives in order
to arrive at high-value, outside-the-box solutions.
The goal is to lock-in the customer by creating switching
costs (expenses the customer would incur by going elsewhere),
dependency, and intimacy. Close working relationships are the
inevitable result when bonding is successful. Trust is the coin of
the realm as customer and vendor team up to develop solutions,
which could range from personalized service to help with billing
to lending tech support staff temporarily to, well, let your
imagination wander. The possibilities are endless.
Again, however, your people must be able to listen carefully
and respond to what the customer wants, not just do what your
folks are accustomed to doing. The latter is easy—and lower value.
The former is hard—but more valuable and more profitable.
Attribute #4: Adaptive Process—No strategy is worth a
hill of beans without implementation. That’s why so-called
‘strategic planning’ is usually not much more than an exercise in
high-level chicken-choking. Five-year plans didn’t work in the
Soviet Union, and they don’t much work in corporate America,
either. Such plans usually give short shrift to implementation
and measurement. That’s because those who conduct the
‘retreats’ seldom understand the business.
Done wrong, as it usually is, strategic planning is a feel
good process that leads to nothing, except high fees for lowperforming consultants. Done right, though, it’ll leave you
feeling as if you’ve been in a rake fight—without a rake. But it
will also enhance your understanding of how your business
works, especially in relation to its competitors, suppliers,
customers, and employees. It won’t be inexpensive, but when
it’s over, you’ll remember its value, rather than its cost.
In the Customer Solutions scenario, the primary adaptive
process is engaging in activities that attract customers and
enhance their economic well-being. Those activities, which
strategists call capabilities, are bundles of resources the
company possesses. It is those resources which make a company
different from its competitors. Hence, the heterogeneity of the
resource-based view.
It is the responsibility of top management to stimulate the
creation of capabilities that result in sustainable competitive
advantage. How do we know when we have achieved
competitive advantage? How can we assess sustainability? We’ll
answer these questions next time.

Warren Miller, MBA, CPA-ABV, CMA is the co-founder of
Beckmill Research, Lexington, Va. He is a former CFO and
strategy academic. He welcomes questions and suggestions
for topics for future columns. Please contact him via e-mail,
wmiller@beckmill.com, or at 5401463-6200.

6See “Measuring Customer Satisfaction,” The CPA Letter, October 2000.

